Participation in terrorism is just a special application of the economics of occupational choice. Some people choose to become doctors or lawyers, and against poverty because hope is an answer to terror." Laura Bush added, "A lasting victory in the war against terror depends on educating the world's children." Despite these pronouncements, however, the available evidence is nearly unanimous in rejecting either material deprivation or inadequate education as important causes of support for terrorism or participation in terrorist activities. Such explanations have been embraced almost entirely on faith, not scientific evidence.
Why is an economist studying terrorism? I have two answers. First, participation in terrorism is just a special application of the economics of occupational choice. Some people choose to become doctors or lawyers, and others pursue careers in terrorism. Economics can help us understand why.
The second answer is that, together with Jörn-Steffen Pischke, now at the London School of Economics, I studied the outbreak of hate crimes against foreigners in Germany in the early 1990s. Through this work, I concluded that poor economic conditions do not seem to motivate people to participate in hate crimes. In 1997, Pischke and I, writing in the Journal of Human Resources, studied the incidence of crimes against foreigners across the 543 counties in Germany in 1992 and 1993. We found that the unemployment rate, the level of wages, wage growth, and average education were all unrelated to the incidence of crimes against foreigners.
With evidence from hate crimes as a background, next turn to terrorism. Poverty prevails only among the apolitical masses." Finally, the Palestinian survey included questions about whether people were optimistic for the future. Responses suggested that, just before the outbreak of the second intifada, the Palestinian people believed that the economic situation was improving-a judgment consistent with the falling unemployment rate at the time. The intifada, then, did not appear to be following dashed expectations for future economic conditions. Public opinion is one thing; actual participation in terrorism is another.
There is striking anecdotal evidence from Nasra Hassan, a United Nations relief worker in the West Bank and Gaza Strip who described interviews with 250 militants and their associates who were involved in the Palestinian cause in the late 1990s. Hassan concluded that "none of them were uneducated, desperately poor, simple-minded, or depressed. Many were middle class and, unless they were fugitives, held paying jobs. Two were the One of the conclusions from the work of Laurence Iannaccone-whose paper, "The Market for Martyrs," is supported by my own research-is that it is very difficult to effect change on the supply side. People who are willing to sacrifice themselves for a cause have diverse motivations. Some are motivated by nationalism, some by religious fanaticism, some by historical grievances, and so on. If we address one motivation and thus reduce one source on the supply side, there remain other motivations that will incite other people to terror.
That suggests to me that it makes sense to focus on the demand side, such as by degrading terrorist organizations' financial and technical capabilities, and by vigorously protecting and promoting peaceful means of protest, so there is less demand for pursuing grievances through violent means.
Policies intended to dampen the flow of people willing to join terrorist organizations, by contrast, strike me as less likely to succeed.
The evidence we have seen thus far does not foreclose the possibility that members of the elite become terrorists because they are outraged by the economic conditions of their countrymen. This is a more difficult hypothesis to test, but, it turns out, there is little empirical support for it. One set of factors that I examined did consistently raise the likelihood that people from a given country will participate in terrorism-namely, the suppression of civil liberties and political rights, including freedom of the press, the freedom to assemble, and democratic rights. Using data from the Freedom House Index, for example, I found that countries with low levels of civil liberties are more likely to be the countries of origin of the perpetrators of terrorist attacks. In addition, terrorists tend to attack nearby targets. Even international terrorism tends to be motivated by local concerns. 
